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Annual Statement for the Year 2006 ofthe UALIC Health Plan of Tennessee ' In¢

NONE

NONE

Exhibit 4 - Claims Unpaid (Reported and Unreported)

Exhibit 5 - Amounts Due from Parent, Subsidiaries and Affiliates
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Annual Statement for the Year 2006 of the  UAHC eallh Flan of Tennessee - - Inc

NONE

NONE

Exhibit 7 - Parts 1 and 2 Summary of Transactions

Exhibit 8 - Furniture, Equipment, and Supplies Owned
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Annual Statement for the year 2006 of the

1. Summary ol

NOTES TO FINANCIAL STATEMENTS "

Significant Accounting Policies

A. Accounting Practices

The finan
TN”) are
permitied

The Tenunessee Department of .Commerce and Insurance recognizes only

statutory

cial stalements of UAHC Health Plan of Tennessee, Inc. (“UAHC-
presented on the basis of accounting practices prescribed or
by the Tenuessee Department of Commerce and lnsurance.

.

accounting  practices prescribed or permitted by the state of.

" Tennessee for delerminin and reporting the financial condition and results of
operations of an insurance company, for determining its solvency under the
Tennessee Insurance Law. The National Association = of Insurance
Commissions’ (NAIC) Accounting Practices and Procedures manual, (NAIC

SAP) bhas

been adopled as a component of prescribed of permitted practices by

the state of Teunessee.

. There are

o reconciling items between the Company’s net income and capital ~

and surplus between NAIC SAP practices prescribed and permitted by the
state of Teunessee.

B. Use of Estimates in the Preparation of the Financial Statements
The preparation of (inancial statements in conformity with Statutory

Accountis

yg Principles  requires management to make estimates and

assumptions that afTect the reported amounis of assets and limbilities. 1t also
requites disclosure of contingent assets and liabilities at the date of the
financial statenents and the reported amounts of revenue and expenses during
the petiod. Actual yesulls could differ from those estimates.

C. Accounting Policy ' 4

TemnCare
provided

capitation revenues are recognized as health insurance coverage is
lo envollees. Fixed admindsirative revenues aie recognized in the

period the services are provided. TennCare capitation revenues and
receivables that are probable and estimatable are recognized as health

insurance

coverage is provided to enrollees. Modified risk arrangement

revenues are recognized in the period in which UAHC-TN is notified thereof
by TemnCare.

. In addition, the company uses the following accounting policies: -

(1) Cash and cash eyuivalents include cash and all highly liquid imvestiments with

an origina
cost, whic

[ matuiity of three months or less when purchased and are carried at
I approxiates market value.

(2) The carrying values o { cash and cash equivalents, receivables, and fixed

maturities

(3) Comprehe

approximate fair values of these instruments.

nsive income is the total of net income and all other non-ownership

25



changes in eyuily, 8s required by Financial Accounting Standard No. 130,
Reporting Com preliensive Income.

(4) The Company prov ides for medical claims incurred but not reported based
primarily on past experience, together with cutrent factors, using accepted
actuarial methods, Bstimales are adjusted as changes in these factors occur,
and such adjustinents are reported in the year of determination. Althongh
considerable veriability is inherent in such estimates, management believes
that these reseives are adequate. '

(5) Fized nalurities are comprised of investments in certificates of deposit,
“federal agency debt securities, and U.S. Treasury potes carried at fair value, L
pased upon published quotations of the underlying security, and six-month
certificates of deposit, caitied at cost plus interest earned, which approximales
fair value. Fized maturities placed in escrow 1o meet statutory funding
requirenionts, although considered available for sale, are not reasonably
expected 1o be used in the normal operating cycle of the Company and are
clagsified as noncugrent. All other available-for-sale securities are clagsified
as current.

Premivms pod discounts ale amortized or accreted, respectively, over the life of
the related debt secutily as an adjustment to yield using the yield-to-mams’ity
method. Interest neowe is recognized when earned. Realized gains and losses
on investents are included in investment income and are derived using the
specific identilication \method for determining the cost of securities sold;
Uirealized | paing and fosses o1 fixed maturitics are recorded as 8 separale”
component of stockboldets’ eq uity, net of deferred federal income taxes.

of stoc S

Aceounting Changes and Corrections of Eryors
A. Material Changes in Accounting Principles and/or Correction of Brrors
None.

B. Cumulative Blfect of Changes in Accounting Principles as a Result of the
fnitial impletentation © f Codification

The Company prepates ils statutory fipancial statements in conformity with
accounling praclices presc ibed or penmitted by the State of Tennessee. Eifective
Janvary 1, 2001, the siate of Tennessee required that insurance companies
domiciled in the Stale of Tennesses prepare their statutory basis financial
statements i nccordance with the NAIC Accounting Practices and Procedures
Manual subject to any deviations presciibed or permitted by the State of
Tennesgee insurance coinissioner.

25 7



Annual Statement for the year 2008 of the

NOTES TO FINANCIAL STATEMEEITS

5 D

Accounting changes adopled to conform o ihe provision of the NAIC Accounting
Practices and Procedures manual are reported as changes in accounting principles..
The cumulative effect of changes in accounting ponciples is reported as an
adjustiment to unassigaed funds (surplus) in the period of the change in accounting +
principle. The cumulative effect is the difference between the amount of capital
and surplus at the beginuing of the year and the amount of capital and surplus that
would have been tepotted at that date if the new accounting principles had been .
applied retroactively loe all prior periods..

3. Business Cowhinations and Goodwill
None.
4. Discontinued Qperations
None.
5. Investinenis ) . ) *

A. Mottgage Loans — Noue.

B. Debt Restructuring — MNone,

€. Reverse Mortgages — Noue.

. Loan-Backed Securities — None.
E. Repurchase Agresments - None.

6. Joint Ventures, Partnersbips and Limited Liability Companies
None. i
7. Investment Income

Due and accrued incoime was excluded from surplus on the following basis:

All investient income due and accrued with amounts that are over 90 days past
due with the exception of morigage loans in defaull.

The total anount escluded was $0.

8. Perivative bnstruments
None.
9. Income Tazxes

25
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A. The components ol the net deferred tax asset (Hability) at December 31, 2006
and 2005 are as follows:

_2006 2003

Total of all deferted tax assels {(adinitted :
_ and nonadiitied) ‘ $0 $0
Total of all deferred tax liabilities %0 $0
Total deferred tax assels nonadmitted in '
accordance with SSAP MNo. 10, lncome Taxes - $0 $0 .
Increase (decrease) in defeired tax assets - 7

Nonadinitied : $0 B\

B. The components of income (ax expense (benefit) for the years ended December
31, 2006 and 2005 aré as follows: :

2006 2003
Current ) $ 369,275 $ 492,992
Deferred $0 $0
Total " $369,275  $492,992

.

C. Deferred incowe laxes ailse primarily from net operating loss carry-forwards 7
and unrealized inveshinent Lolding gains. As of December 31, 2000, the company
has utilized all of ils net operating loss cary forwards for tax purposes.

10,  Information Coneerning Pavent, Subsidiaries and Affiliates
At December 31, 2006, the Company repotted $0 as accounts receivable due from
the Parent Comypany, United American of Tennessee, Inc.

The Parent Company, Ul \ited American of Tennessee, Inc. has contracted with the
Company to pt ovide msnagement services for their Medicaid HMO.

The Parent Coinpany, United American of Tenuessee, Inc. owns 100% of the
Company’s coniRon stock and all of the Company’s outstanding preferred stock.

i1. Debt
None.

12. - Retirement Ulans, Deferred Compensation, Post employment Benefits and
Compensaled Absences and Other Postretivement Benelit Plans
None.

13, Capital and Surplus, Sharcholders’ Dividend Restrictions and Quasi-

Reorganizations
The Company has 89,100,000 shares of common stock authorized with 8,000,000 ‘

-
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14.

15.

6.

17.

18.

19.

20.

1L

R— st

NOTES TO FINANCIAL STATEMEKTS

shares issued aud outstanding. The stock has a par value of $0.025. The
Company has 12,550,000 shares of Series A preferred stock authorized, issued
and outstanding. The stock bas a par value of $1.00 and is nonvoling,
ponconvertible and nos wdividend bearing. The stock has a liquidation preference

of $1.00 per

share aud is subject 1o redemption at any time by the Company at

110% of par value.

Contingencics

None.

Leases

The Company leases ils facilities under an operating lease that expires in

December 20

10. The lease commenced in April 2005, Terms of the facility lease

generally provide hat the Company pay its pro raia share of all operating

" expenses incl uding insurance, property laxes and mainienance. Rent Expense for

the year ended December 31, 2006 and 2005 totaled $475,777.34 and $106,828

' respectively.

Based on the curent lease agreement, the company estimates tent

expense ol approximately $1,540,458 in aggregated or $374,706, $381,645, .
$388,584, $395,523, $395,523 for years 2007 through 2011,

Information

About Financial {astruments with Off-Balance Sheet Risk and

Financial Insirsments with Concentrations of Credit Risk -

None.

Sale, Transfer and Servicing of Finanecial Assets and Extingunishments of

Liabilities
None.

Gain oy Lus

s o (e Reporting Entity from Uninsured A&H Plans and the

Uninsured Portion of Partially Insured Plans

None.

Direct Prewium Written/Produced by Managing General Agents/Third

Party Admis
None.

September |
Nose.

Other kems
A. The Com

strniors

1 Evenis

pany and the Department of Finance and Administration of the State -

of Tenuessee, Bureau of TesnCare is party to an escrow agreement under
which the Company has fonded, on August 5, 2005, an escrow. accounts held
by TeauCate Al the State Treasury in the amount of $2,300,000, is security
for tepayment lo TennCare of any overpaymeats {0 UAHC-TN that may be

28
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13,

NOTES TO FINANCIAL STATEMENTS

detepmined by @ pending audit of all UAHC-TN process claims since 2002.
The escrow bems iulerest al a rale no lower than the prevailing commercial
interest rates lor savings accounis at fipancial institutions in Nashville, N
Tepnessee. The esciow account will terminate August 5, 2007 or sooner in
certain evenls, excepl if litigation is pursued by either party, in which event

the escrow account will continue until the end of litigation. All amounts

(including interest carnings) credited to the escrow account will belong to the

COmpany,

except to the extent, if any, they are paid fo TennCare to satisfy

amounts detetmined to be owed to TennCare as provided in the escrow
agreemeul. The escrow agrecment recites that TenmCare does pot at this time

assert thet

e Lias been any breach of UAHC-TN’S TennCare contract and that

the Company has funded the escrow accounts as a show of goodwill and good
faith in working with TeanCare. The Company has recorded and recognized a -
liability of approximately $320,000 related to the clajms audit that hasn’t been
recouped from providers. The Corapany has deemed these dollars collectible
and has also recorded 8 receivable for the same amount.

B. UAHC-TM has received notice from TennCare that it eamed . additional
revenue ol approximately $0.2 million and $0.2 million, respectively, for its
perfornance wuder the modified risk arrangement for the third and fourth

quartets O

{ calendar year 2005. Such additional revering has been recorded.

UAHC-TN  expecls to similarly eamn additional revenue of at least 50.2
million for eacl quarter of calendar year 2006. The Company has not
recorded such earnings as of December 31, 2006, and would record such
earnings in calendar year 2007 only upon receipt of final potification thereof
from TennCare. :

C. On Oclober 10, 2000, UAIC-TN entered into a contract with the Centers for

Medicare

& Medicaid Services (CMS) to act as a Medicare Advaniage

qualified organization. The contract authorizes UAHC-TN to serve members
enrolled in both the Tenunessee Medicaid and Medicare programs, commonly
referred o as “ual-eligibles,” specifically to offer o Special Needs Plan
(“SNP™) ( its eligible members in Shelby County, Tennessee (including the
City of Memphis), and to operate a Voluntary Medicare Prescription Drug
Plan, both beginning January 1, 2007. The initial contract term is through

December

31, 2007, aller which the contract may be renewed for successive

one-year periods in accordance with its terms. As of December 31, 2007,
there were approximately 110 SNP enrollees in UAHC-TN.

Events Subseygunent

None

Reinsurance
A. Ceded Rei

nsuranee Report

Section | — General Interrogatories

25



(1) Are auy of the reinsurers, listed in Sehedule S as pon-affiliated, owned in
excess of 10% or contiolled, either directly or indirectly by the company or by
any representalive, officer, trustee, or director of the company? NO

(2) Haveany policies issued by the company been reinsured with a company
chartered in a counlry other than the United States (excluding 1J.8. Branches
of such companics) that is owned in excess of 10% or controlled directly or
indirectly by au insured, a bepeficiary, a creditor or an insured or any other
petson not primarily engaged in the insurance business? NO
Geetion 2 — Ceded Retsurance Report — Part A :

(1} Does Lhe company ljave any reinsurance agreements in effect under which the
reinsurer may unifaterally cancel any reinsugance for 1easons other than for
nonpaywent of premivm or other similar credit? NO

(2) Does the reporting entily have any reinsurance agreements in éffect such that
the amowunt of losses paid of agecrued through the statement date may result in
a paywmeut lo the yeinsurer of amounts that, in aggregale and allowing for
offset of mutual credits from other reinsurance apreements with the same ~
reinsurer, exceed the lotal direct premium collected under the reinsured
policies? NO ‘

Section 3 — Ceded Reinsuance Report —Part B

(1) What is the estynated amount of the aggrégate reduction in surplus, (for
agreemenls other than those under which the reinsurer may unilaterally cancel
for reasons other thau for nonpayment of payment or other similar credits that
are reflected in Seclion 2 above) of termination of ALL reinsurance -
agreements, by either party, as of the date of this statement? Where pecessaly,
the company ay consider the current OF anticipated experience of the
business reinsured in making this estimate. $0

(2) Have any new o greements been. executed or existing a greciments amended,
since January 1 of the year of this statement, to include policies or contracts
that were in force or which had existing reserves established by the company
as of (e elfective date of the agreement? NO

B"'Uncolleciibie Reinsurauce
None.

C. Commutation ol Ceded Reinsurance
None

24.  Retrospectively Rated Contracts & Contracts Subject to Redetermination
None.

95, Change in Incurped Clnims and Claim Adjustinent Expenses

There has been no chapge in the provision for incurred claim and claim
adjustment expenses atls ibutable to insured events of prior years.

2
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26. Intercompany Pooling Arvangements

None.
7. Structured Seitlements

None.
28. Health Care Receivables

A. Pharmacentical Rebate Peceivables

Rebales -Actual Rec’d

Quarter Per IS Rebates in 90 Days
12/31/06 50 30 $0

09/30/06 $0
06/30/06 50

03/31/06 $0 $0

Rebates Actual Rec’d
Quarter Per FS Rebates in 90 Days
12/31/05 5 5 _
09/30/05 3
06/30/05 $

03/31/03 $2,011.66 $2,011.66

12/31/04 50 to 50
09/30/04 $27,470

06/30/04 519,467

03/31/04 $165,926

29.

340.

B. Risk Sharing Receivables
None,

participating I'olicies

‘None.

Premium Deliciency Reserves
None.

Anticipated Salvage and Subrogation
None.

25
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Annual Statement for the year 2006 of the UAHC Y

lealth Plan of Tennesseelnc

SUMMARY INVESTMENT SCHEDULE

i

@ @ N

. Receivables for sncunhe%

Investment Calegories

Gross

investiment

Holdings

Admitied Assels as
Reported in the
Annual Statement

1
Amorini

2
Percentage

3
Amount

4
Percentage

Bonds:
1.1 U8 treasury securiies )
1.2 U.8, government agency obl ;g'iunns (Pvcludmg mnv‘gwgp hacked :nrunbns\: .
1.21 Issued by U.$. government agencies o
1.22 tssued by U5, government sponsored aqpmm )
1.3 Foreign government including Canada, excluding mndgage- backed smm\xes) ________
1.4 Securifies issued by states, feritories, and possessions
and political subdivisions Inthe U5
1.41 States, teuitories and possessions general obligations
1.42 Political subdivisions of states, teritories and possessions and pnmu a
subdivisions general obligations
1.43 Revenue and assessment obligations )
1.44 industriat development and simitar obligations
Mortgage-backed securifies (includes residential and commercial HFS)
1.51 Pass-hrough securifies:
1511 issued or guaranteed by GNMA L
1.512 Issued or guaranteed by FHIAA and Ft 1LHC
1513 Allother
1.52 CMOs and REMICs:
1521 lssued or guaranteed by GNMA, FHIMA, FRIMCorvA
1522 issuad by non-tJ.8. Government issuers and collaeratized by morigage-
backed securities issued or guaranteed by agencies shown in Line 1.521
1523 Alother
Other debt and other fixed § rcome securlies {exclue hng short lerm):
24 Unaffiiated domestic securities (includes cradif tenant Inans yated by the SVG)
2.2 Unafiiiated foreign securiies
2.3 Affiiated securifies
Equity interests
31 tnvestments in mutual funds
32 Prelerred stocks:
3.21 Affitiated
322 Unaffiated
Publicly traded equ:ty snr\mnes {excluding pre sxmd stoc! ka)
3.31 Affiliated
3.32 Unaffifated
Other equity securities:
341 Affliated
342 Unaffifiated
Other eqully interests mdudmg mg‘hie pmom! prr\rf‘xi) under lease;
351 Alfialed
3.52 Unaffifiated
Morigage loans:
4.4 Construction and land development
4.2 Agncutturat ) . ) L
4.3 Single fam\ly residential pmper(ses o
4.4 Multifamily residential properties
45 Commerglatioans
46 Mezzanine reat estale foans
Real estate invesiments:
5.1 Properly ovcupied by company
5.2 Property held for production of income
{including § 0 of properly acquired in satisfaction of debt)
53 Property held for sale (inch udmg $
acquired in safisfaction of debt}
Gonlract loans

33

34

35

Cash, cash equivalents and short term investments

. Other invested assels
. Total invested assels

A

,,,,,,,, sz
3,025,336

0368

60198

12,293,476

100.000

12,293476]_

256




Annual Statement for the year 2006 of the UAHG Heallh Plait of Tennessge Ing

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

1.1 ls the reporting entity a member of an Insurance Holding Gompany System consisting of two or more affiliated persons, one or more of which
is an inserer? ‘ Yes{X] No[ }

1.2 ifyes, did the reporting entily register and file with ils domicifiary State Insurance Commissioner, Director of Superintendent or with
such rsé;u!amry official of the state of domicile of the principat insurer in the Holding Company System, a registiation statement
providif“)‘gﬁdisdosure substantially simitar to the standards adopled by the National Association of Insurance Commissioners {NAIC) in ifs
Modt tnsurance Holding Company Syste Regulatory At and madel regulations pertaining thereto, of is the reporting entify subject to
standards and disclosure requirements substantially similar to thoss requited by such Act and regulations? Yes[X] No[ | WA} ]

1.3 Slate Regulating? TENNESSEE

2.1 Has any change been mads during the year of this statemant in the charter, by-laws, arficles of incorporation, or desd of setflement
of the reporting entity? Yes| ] NolX]

2.2 Mfyes, date of change:

3.1 State as of what date the latest financial examination of the reporting enfity was made or is being made. 04/30/2005

32 State the as of date fhat ihe latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheel and not the date the report was completed or released. - 123172004

32 Stale as.of what date the latest financial examination repor became available to other states or the public from either the state of
domicile or the separting enfity. This is the release dale or completion date of e examinafion report and not the date of the examination

{balance sheel date). 05/31/2008 -

34 Bywhatdepartment or depariments?

4.1 During the period covered by ihis statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any
combination thereof under common control {other than sataried employees of the reporting entity) receive credit o commissions for o conrol
a substantial part {mose than 20 percant of any major fine of husiness measured on direct premiums) of:
411 sales of new business? Yesi ] NeiX]
412 renewals? Yes| No [X]

4.2 Durng the period covéred by this 1, ¢fid any sal
affiliate, receive credit or commissions for et control & 5
direct premiums) of:

service pryanization owned in whole or In part by the reporting enfity or an
stantial part {more than 20 percent of any major fine of business measured en

421 salgs of new business? Yes{ | NolX]
422 renewals? Yes| | MNeiX}
5.1 Has the reporting enfity been a party lo a merger or consolidation during the period covered by this statement? Yes{ 1 NolX]

5.2 Ifyes, provide the name of the entity, NAIC company cede, and state of domicile (use two letter state abbreviation) for any enfity that has
ceased to exist as a result of the merger or consofidation.

1 2 3
hame of Enfity MAIC Company Code State of Domiciie

6.1 Has the reporling entity had any Certificates of Authority, fcenses or mgistations {including corpurate registration, if appficable}
Tém§pehded or revoked by any governmental entity dirtig the reporting period?

82 Hyes gvefdlinformation

7.1 Does any foreign (non-United Slates) person or entily dirsclly or indirectly control 10% or more of the reporting entity? Yes[ ] HNo[X)

7.2 ityes,
7.21 State the percentage of foreign rontrol D%
7.22 Siate the nationality(s} of the fo personis) of enfity(s); or f the entity Is a mutual or reciprocal, the nationality of its
manager or attorney-in-{act and identify e type of entityls) (e.g., individual, corporation, government, manager or attomey-in-fact.

1 2
Nationaiity Type of Enlity
8.1 s the company a subsidiary of a bank holding company reguiated by the Frderal Reserve Board? Yes{ | NofX]

8.2 {fresponse fo 8.1 s yes, please identify the naw

27



8.3
84

1

12.

12
12.
12.

18

16.

1.

17.

18

18.

19.

Aanual Statement for the year 2008 of she  UATIC Health Plan of Tennessee Inc

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

Is tha company affiliafed with one or more banks, fiifts or

itrifies fims? Yes{ | Mo{X]
It response to 8.3 is yes, please provide the names and {rity and state of the main office} of any affiliates regulated by a federal
financial reguiatory services agency lie. the Faderal Reserve Boad (FRB), the Office of the Compfrofier of the Currency {OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporafion (FDIC) and the Securities Exchange Commission (SEC)] and identify the
affiliate’s primary federal reguiator.
1 2 3 4 5 6 7
Alfiliate Name Location (City, State) FRB | 0cC o18 FOIC SEC

. Whatis the name and address of the independent certified public accountant or accounting firm retained to conduct the annuat audit?

2

1

2
3
4

2

A

-

(X

. Whatis the name, address and afffiafion {officarismployee of the reporting enfity or actuarylconsultant associated with an actuarial

. Has the reporting entity an established procadure for dies

UHY LLP Certified Public Accountants ) .
26200 American Drive, Suile 400, Southfield M, 48034-6173

consulfing firm) of fiie individual providing the statement of actuarial opinion/cer(iication? REDEN & ANDERS, LTD 222 South Ninth Streat, Suite

11,11 Hame of real estate holding company
11.12 Mumber of parcels involved
11.13 Tolal bookadjusted carrying value

Have there been any changes made fo any of the hustinden

turing the year?
If answer to (12.3) Is yes, has the domiciliary or entry state approved the changes?

BOARD OF DIRECTORS

Is the purchase or sate of alf investments of the reporfing entity passed upon either by the board of directers or & subordinate
committee thereof?

. Doss the reporting entity keep a complete parmanent record of the proceedings of its board of directors and alf subordinate

commmitiees thereo!?

Insure to ifs bomrd of divectors or frustees of any material inferest or
affiliation on the part of any of its officers, directors, Bustees o responsihie employees thal is in conflict or is ikely to conflict with the
officiat duties of such person?

FINANCIAL
Total amount loaned during the year {inctusive of Separate Accounts, exclusive of policy loans):

16.11 To direciors or other officers

16,12 To stockholders not officers

16.13 Tristees, supreme of grand (Fratemal only}
Total amount of loans outstanding at the end of year {inclusive of Sepavate Accounts, exclusive of pelicy foans):

16.21 To directors or other officers
16.22 To stockholders not officers
18.23 Trustees, supreme or grand {Fratemal only}

Were any assets reportad in this slatement subjent to a confractual obligation fo transfer to anather party without the Trability for such
obligation being reported in the statement?

{f yes, state the amount theraof al December 31 of the current year:
17.21 Rented from others
17.22 Bomowed from ofhers

17.23 Leased fiom ofhers
17.24 Other

Does this statement include payments for sssessments as described i the Annual Statement Instructions other than guaranty fund or guasanty
association assessments?

if answer Is yes:
18.21 Anrount paid as losses or risk adjusiment
18.22 Amount paid as expenses
18.23 Other amounts paid

Does the reporting enfify report any amotmis due from parent, subsidiaries or affiliates on Page 2 of this statement?

27.1

1500, Minnzapofis, MN 55402

Yesi |
Yes|{ ]
Yes{ }

No[X] MA[ ]

Yes{X]

Yes [ X}

Yes{X]

-

Yes| | Mol[X}

SNIA

o S

Yes{ ] NolX]



Annual Statement for the year 2006 of the  UATIC Health Plan of Tennessee Inc

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

19.2 I yes, indicate any amounts receivable from parent included in the Tage 2 amount: NA
INVESTMENT
20.1 Were alf the sfocks, bonds and other securities onned December 31 of current year, over which the reporting entity has exclusive control,

in the actual possession of the reporting entity on said date, excapt as shown by Schedule E - Part 3 - Specal Deposfis? Yes{X] MNo{ |

202 Ifno, give full and complete information, relating thetelo

21.1 Were any of the stocks, bonds or other assets of the repotfing entity pwned at December 31 of the current year not exclusively under the
control of the seporting enfity, except as shown on Schedule £ - Fart 3 - Speciat Deposits, or has the reporting enfily soid or fransferred
any assels subject to a put option contract that is currently In force? (Exclude securifies subject to Interrogatory 17.1). Yes{X] Nof }
21.2 Hyes, state the amount thereof at December 31 of the cuirent year:
21.21 Loaned fo others INA 2
21.22 Subject to repurchase agreements SNIA
21.23 Subject to reverse repurchase agresments SNIA
21.24 Subject o doflar repurchase agreements SN/A
21.25 Subject o reverse doftar repurchase agreements SN/A
21.26 Pledged as collateral /A
21.2F Placed under option agreements SNIA
7128 Letier stock pr securities restricted as 1o safe ™A
2129 Other
213 For category (21.28) provide the following:
1 2 3
Nature of Restriction Desetiption Amount
22.1 Does the reporting entity have any hedging fransactions reporied on Schedule DB? Yes{ ] No[X]
22.2 I yes, has a comprehensive description of the hedging program been made avaflable to the domiciliary state? Yes{ | No[X] WA[ ]
if no, atlach a description with this statement.
231 Wers any preferred stooks or bonds owned as of December 31 of the current year mandatorty convertible into equity, or, at the oplion of the
issuer, convertible inte equity? . Yes{ | No[X}
23.2 Hyes, state the amount thereof at Decamber 31 of the current year. 3 i}

24, Excluding tems in Schedule E, real estate, mortgage loans and invesiments held physically in the reporting enfity's offices, vaulls or
safely deposit boxes, were all stocks, bonds and olher secwities owned fhroughout the current year held pursuant to a custodial agreement
with 8 qualified bank or trust company in accordance with Parl 1-General, Section IV.H-Custodial or Safekeeping agreements of the NAIC
Financial Condition Examiners Handbook? Yes{ } No[X]

2401 For agreements that comply with the requirements of the HAIC Financial Condition Examiners Handbook, complete the foltowing:

1 ?
Name of Custodian(s) Custodian's Address

2402 Forall agreements that do not comply with the requitements of the MAIC Financiat Condition Examiners Handbook, provide the

namg, location and a complele explanation: :

1 2 3
Name(s} Location(s) ] Complets Explanation{s}
24,03 Have there been any changes, including name shanges, in the custodian(s) identified in 24,01 during the current year? Yes[ 1 No{X}
24,04 1f yes, give full and complete information relating theretn:
1 2 3 4
Date of
0ld Custodian New Custodian Change Reason

24.05 ldentify all investment advisnrs, brokersidealars or individunis acting on hehalf of Drokers/dealers that have aceess 1o the

investment accounts, handie securities and have authorily fo make investments on behalf of the reporting entity:

1 2 3
Central Registration

Depository Number(s} . MName . Address

27.2



Annual Statement for the year 2006 of the  UAHC Health Plan of Tennessee Ine

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

25.1 Does the reporting entity have any diversified mulual fune in Sehadule D, Part 2 {diversified according to the Securities and Yes| |} No[X}
Exchange Commission (SEC) in the investment Company Act of 1940 [Section 5 {b) (1}})?
25.2 i yes, complete the following schedule:

jepoi

1 ) 2 3
Book/Adjusted
cusip# ttame of Mutual Fund Canying Value

252999 Total

753 For sach mutual fund listed in the {able above, complata the following schedule:

1 2 3 4
Atnount of Mutual Fund's
Name of Mulual Fund Hame of Significant Holding Book{Adjusted Carrying Value Date of
{from above table} of the WMistual Fund Attributable to the Holding Valuation |

26, Provide the following information for all short-term and long-ierm bonds and al prefesred stocks, Do not substitute amortized value or stalement value for fair value.

1 2 3
Excess of Stalement
over Fair Value
Slatement (Admitted) {-), or Fair Value
e Value Fair Value over Statement {+)
26.1 Bonds , L
26.2_Preforred stocks B
263 Totols

26.4 Describe the sources or methods ufilized in delermining the fair values:

.~
=
o
£
k-
X
3

&
El

=1
3
3
i3
EN
E
U
3
=2

=
?
it
&
3
a.
2
3
g
2,
@
=
=
fe]
oy
D
&
&

2
<
2
5
:
2
g
0
b~
@
@
=
g
g
=
b4
g
-

2. Yes{X] Nol }

27.2 If no, list exceptions:

OTHER

28.1 Amount of paymens to frade associations, service organizations and stalisticat or rafing bureaus, if any? 3 Y

28,2 List the name of the organization and the amount paid if any such payment represented 25% os more of the totat payments fo lrade
associafions, service organizations and statistical of rating hureaus during the period covered by this statement.

-4
) 1 2
- Name Amount Paid -+
VESTICA : $ 14,181,486
3
$
29,1 Amount of payments for legal expenses, f any? $ 0
28.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the fofal payments for legal expenses
during the period coverad by this statement.
1 2
Name Amount Pald
$
_— 3
$
30.1 Amount of payments for expendifires in connartion with matters before legistative botlies, officers ar depariments of government, i any? $ 0

30.2 LUist the name of the firn and the amount paid if any such payment represented 25% or more of the fotal payment expenditures in connection
with matters before legistative bodies, officers or deparirents of govemmient during the period covered by this statement.

1 2
Name Amount Paid

les iem e (e

27.3



11
12
1.3

14
15
16

17

3

32

4,

-

42
5.1
52

5.

)

7.1
72

a1
92

Annual Statement for the year 2006 of the UAT Health Plan of Tennessee Ing

GENERAL INTERROGATORIES

PART 2 - HEALTH INTERROGATORIES
Does the reporting entity have any direct Medicare Supplement inswance in force?
i yes, indicate premium eamed on U.S. business only.

What portion of ltem (1.2} Is not reported on the Medicare Supplement insurance Experience Exhibit?
1.31 Reason for excluding

Indicate amount of earned premium atiributable to Canadian and/or Other Alien notinclided in ltern {1.2) above

tndicate total incurred claims on alt Medicare Supplament insurance.
.

Individual poficies: Vg current three years:
161 Total premium eamed
162 Tolalincurred claims
163 Mumber of covered lives
Alf ywars prior to most current thise years!
154 Total premium eamed 8
185 Total incurred claims
166 Number of covered lives

- o
Group policies: tost current three years!

171 Tofal premium eamed

1.72 Totalincurred claims

173 Mumber of covered fives

Alt years prior fo most current ihres years:
1.74 Total premium earned $
1.75 Tolal incurred claims $
176 Humber of covered lives

Health Test
4 2

Current Year Prior Year
Premium Numerator $ . 3
Premium Denominator $
Pramium Rafio {2.1/2.2)

21
22
23
2.4
25
26

Raserve Numerator $ $

Reserva Denominator $ $...

Ressrve Ratio (2.4/2.5)

Has the reporting entity received any endowment or gil from contracling hospitals, physicians, dentists, or ofhers that is agreed will be

returned when, as and If the eamings of the reporting entily peanits? YES] | NO[ X 1
{f yes, give particufars:

Have copies of all agreements stating the pemﬁ and natws of hos y\lhis ph,wvans and dentists’ care offered to subscribers and

dependents been filed with the appropriate regulatory agency? YES| X ] NO[ ]
i not previousty fled fumish herawith a copy(les) of such agreement(s}. Do fhese ag s include additional benefits offered? YES{ ] NO{ X |
Doss the reporling entity have stop-loss relnsurance? YES] | NO[ X |
o, explain: . D P P 7

Maximum retained risk (cee mstmfhons}

5.31 Comprehensive Medical

§.32
533
534
535
536

Redical Only

Medicare Supplement
{lental

Other Limited Benefit Plan
Other

Describs amangement which the reporting entity may bave lo protest subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with oiher caniers, agreetmants with providers fo confinus rendering services, and any other -+
agreements:

Does he reporting entity sl up its claim fiability for provider sarvices on a service date b
oo, givedstails

YES{ X |

NO[ ]

Provide the following information regarding participating providers:

8.1 Mumber of providess at start of reporting year
8.2 Number of providers at end of reporting year

Doss the reporting enfity have business subject to premium rate guaraniees?

YES[ |

If yes, direct premium eame: . N
yes, diect premium eamed 9.21 Business with rate guaranises between 15-36 months

922 Business with rate guarantees over 36 months

28



10.

-

0.2

11

1.2
1.3
114
115
116

12.

Annual Statement for the year 2006 of the  UAIIG Heailh Man of Tennesses In

GENERAL INTERROGATORIES

Does the reporting enfity have Incentive Pool, Withhold or Bonus Ausangements In fis provider contracts? . YES] ] NOL X ]
Ifyes:
10.21 Maximum amount payable bonuses $ *
10.22 Amount actually paid for year bonuses $
10.23 faximum amounti payable withholds 3
10.24 Amount actually paid for year withholds $
s the repoing enfity organized as- . e B
11,12 A Medical Group/Staff Model, YES[ | NOT X
11.43 An individual Practice Association (IPA), or, YESE NO{ X ]
1144 A Mixed Model {combination of above)? YES] X} NOP i
is the reporting entity subject to Minimum Net Worh Requirements? i

If yes, show the name of the state requiring such net worth,
If yes, show the amount requited.

Is this amount included as par{ of contingency reserve in
if the amount is calculated, show the calculation

List service areas in which reporting entity is licensed o operala:

Natne of Service Area

&

28. 1



Annual Statement for the year 2006 of the  UANC Health Plan of Tennesseelnc

FIVE-YEAR HISTORICAL DATA

How o

23.
24,

25.
26.
2.
28.

[RRE N

2006

2
2005

2004

2003

2002

. Tolaladjusted capital
. Authorized control level risk-based capital

9.
0.
1.

BALANCE SHEET (Pages 2and3)

. Total admitted assets (Page 2, Line 26)
. Total abilities (Page 3, Line 22)
. Slatutory surplus

Total copital and surplus {Pégé 3, Line 31) B )

INCOME STATEMENT (Page 4)

. Totatrevenues (tine)
. Total medical and hospital expenses (Line 18}

. Claims adjustment expenses {Line 20}

. Total adminisirative expenses {Line 21}

. Netunderwiiting gain floss) (Line 24}
. Netinvestment gain (foss) {Line 27)
. Totat other income {Lines 28 plus 29)

. HNetincome or {foss) {Line 32}

RISK-BASED CAPITAL ANALYSIS

ENROLLMENT (Exhibit 1)

. Total members at end of period (Colwmn §, Line7)
. Total members months (Column 8, Line 7}

OPERATING PERCENTAGE  (Page 4)
{item divided by Page 4, sum of Lines 2, 3, and 5) x 100.0

. Premiums samed plus fisk revenue {Line 2 plus Lines 3 and 5)
. Total hospital and medicat plus other non-bealth (Ling 18 plus

Line 19)

. Cost containment éxpenses o
. Other claims adjustment expenses

. Total undenwriling deductions {Line 23)

. Totalundenwsiting gain (loss) (Line 24)

UNPAID CLAIMS ANALYSIS
(U8} Extiil, Part 28)

Total claims ncurred for prior years (Line 13, Col. 5)
Estimated tiabllity of unpaid clatms - [prior year
{Line 13,Col. 8)]

INVESTMENTS IN PARENT, SUBSIDIARIES
AND AFFILIATES

Alfiliated bonds {Sch. D Summaty, Line 25, Col. 1}

Affiliated preferred stocks (Schr. D Summary, Line 38, Col 1) )

Affifiated common stocks {Sch. D Summany, Line 53, Cot. 2}
Affifiated short-term invesiments {sublotal included In

Sch. DA, Part2, Col. 5, Line 11}

Affifiated morigage loans on real estate

Allother affiiated

Total of above Lines 25&.),3('),.,”

1380872
2,110,606

.. 360,956

11,697,586
LA T

110534
1418559

Cpoaesy

12,637,932

""""" (367488

11,237 91

... 538570

122,280

samm|

4398932
... 16,183,150)
L RAes

stian)

1022135,

714

(LARALY S

1,268,190

53288

.80

gvl

10347

 $10833,538
538728
" 12,358,401

Ao

(1,887,062

,
7084131

L s
170

1,974,125

(1,021,943

4941400

18077.140

18,077,140

28
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© @ N @ o s

. Subtotal (Lines 8 phs 9)

. Total nonadmitted amounts

. Total profit {foss) on sale

. Amounts paid on acceunt or in full during the year

. Sublotal {Lines 9 plus 10}

. Total nonadmitied amounts

. Bookladjusted canying value of long-term invested assels cwnad, December 31 of prior year

. Amounts paid on account or in full mmng 1he)9ar B

© BN ;A w

. Bookladjusted carrying value of long-term invested assels al end of current pnnnd

(UAJIC Health Pla of Tennessee inc

Annual Statement for the year 2006 of the

SCHEDULE A - VERIFICATION BETWEEN YEARS
Real Estate

Bookiadjusted canrying vaue, December 31, proryear
Increase {decrease} by adjustmsnt:
2.1 Tolals, Part 1, Column 41

2.2 Totals, Par3,Colun?7

Cost of acquired, (Totals, Pat 2, Column 8, net of encumbranass {Colune 7) and net of additions and pemvmeni improvements (Column 8}
Cost of additions and permanent improvements:

4.1 Tolals, Pad 1, Column 14
42 Tolals, Part 3, Colurn @

Total profit (foss) on sales, Pait 3, Column 14

Increase (decrease) by foreign exchange adjustment:
6.1 Totals, Part 1, Column 12
6.2 Totals, Part3, Column8

Amounts received on sa)es Pait 3, Colinn 11 and Par 1, Column 13

Bool/adjusted carrying vahxe atthe end of curveni period

Tolal valsalion aliowance

SCHEDULE B - VERIFICATION BETWEEN YEARS
Mortgage Loans

Book valuefrecorded investment excluding accrusd infarest on morigagas owned, December 31 of prior year

Amount foaned during year:

2.4 Actual cost at time of acquisitions

2.2 Additonal Invesiment made after aquisitions,

Acerual of discount and mortgage interest points and commitment fees

increase {decrease) by adjusiment

Amortization of premium

increasg {decrease) by foreign exchange ad;uvdmnnt

Book valuelrecorded investment excluding accrued interest on matigages owned af end of current penod

. Totat valuation atiowanse

SCHEDULE BA - VERIFICATION BETWEEN YEARS
Long-Term Invested Assets

. Costof acquisitions during year:

2.1 Actual cost at ime of acquisitions
2.2 Additional invest

made after acquisitons

2

e 205000

411,633

. Accrual of discount |

Increase (decizase) by adymlmem L

Total profit (foss) on sale

Amortization of premium

Increase {decrease) by foreign nxchange ad;mimvn

. Total valuation allowance

31

0230

302533

3,005,336,



Annual Statement for the year 2006 of the |
SCHEDULE D - SUMMARY BY COUNTRY ’

Long-Term Bonds and Slocks OWNED December 31 of Current Year
1 2 3 4

UANG Health Plan of Tennessee inc |

Book/Adjusted
Carrying Value

Par Value

Description Fair Value Actual Cost of Bonds

BONDS

1. United States | 7.680,000

2. Canada .
3, Other Coumtries

4 Totals

5. United Stales
6 Canada L
7. Other Countries

8, Tolals

9. United States
10, Canada .
11. Other Countries
12. Totels

12, United Stales
147 Canada .
15. Other Gountrias

16, Totals
17. United States

18.Canads .. ..
18, Other Countiies

20. Tolals

21, United Stales
22, Canada
23, Other Gountries

24 Totls
25 Totals
26, Total Bonds

7,445.153

744553

7.518,375]

Governments
{Including all abligations guaranteed
by govemments}

7,445,153

States, Territories and Possessions
(Direct and guaranieed)

Polifical Subdivisions of States, Tenitorfes
and Possessions (Direct and guaranized)

Special revenure and special assessment
abligations and alf non-guarantesd
obligations of agencies and authorities of
governments and their politicat subdivisions

Public Ulilities (unaftiliated)

Industrial and Mistellaneous and
Credit Tenant Loans {unaffiliated)

Parent, Subsidiaries and Affiiates

7.580,000

7445153 7.445,153

PREFERRED STOCKS
Public Utilities {unaffiliated)

27. United Slates |
28 Canada ...
29. Cther Countries

30. Tolals
31 United States .

Hanks, Trust and Insurance Companies {unaffifiatad) ;g Canada

. Other Countries
34. Tolals

"135. United States
36.Canada
37, Other Countries

38. Totals
Parent, Subsidianies and Affiiates ) 39. Totals
40, Total Preferred Stocks

COMMON STOCKS 41 United States

Public Utiies mafiizted) 23 83?;?“80“5.&,&'5 »

44, Totals

45, United Glates
46. Canada L
47, Other Counlries

48. Tolals

49, United States
50. Canada L
51. Other Countries

52. Tolals
53. Tolals -
54. Total Common Stocks 2
55, Total Stocks

- Tolal Bonds and Stocks ‘

SCHEDULE D VERIFICATION BETWEEN YEARS
Bonds and Stocks

7. Amortization of premium

industrial and Wiscsliansous {unaffiliated)

Banks, Trust and Insurance Companies (unaffitiated)

Industrial and Miscellanecus (unaffifiated)

Parent, Subsidiaries and Affiliates

7445153 7,445,153

7,515,375

Bookfadjusted carrying vahe of bonds and

stocks, prior year | ) 1,140,957 8. Foreign Exchange Ad]usimén{
. Costof bonds and stocks acqmr 310,000 8.1 Colwnn 15 Pati

. Acerual of discount

inciease {decrease) by édjus%rﬁeht: ooy
41 Columns 12- 14, Partd
42 Column 1517, Part 2, Section 1 .
43 Column 15, Part2, Secion2
44 Colump 11-13,Patd

. Total gain {loss), Column 19, Part4

. Deduct consideration for bonds and stocks

disposed of Column 7, Part 4

10.
11
12.
13,

82 Column 19, Part 2 Section 1
83 Column 16, Part 2, Section 2
84 Column 15, Parfd
Book/adjusted carrying value at end of cument per&od
Total vaiuation allowance
Subtotal {Lines 9 plus 10)
Tofal nonadmitted amounis
Statement vahie of bonds and stocks, conent penod
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